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SACRAMENTO UPDATE

Assembly Approves Budget

Early Friday morning, July 20, 2007, the Assembly passed its version of the
FY 2007-08 State Budget and 15 Budget Trailer bills. After the Assembly completed its
work, Senate Pro Tem Perata sent a stern letter to the Speaker expressing his dismay

- over what he characterized as a “half a billion dollars in tax breaks for special interests,”
while at the same time cutting funds for education and the aged, blind and disabled. A
copy of the letter is included as Attachment 1.

After the Assembly’s passage of the budget, the Senate convened to consider the
actions of the lower house. After Senate President pro Tempore Perata locked down
the Senate chambers to force votes on the budget and the accompanying trailer bills, it
became apparent by Saturday night that the Senate had reached an impasse on the
budget. Senator Perata indicated that he expects the Republicans to offer their version
of the budget by this Wednesday at 9:00 a.m. As of this afternoon, our Sacramento
advocates report that the Senate Republicans may not accept this offer and instead
compile a list of reductions to be given to the Governor as the basis for a series of line
item vetoes.

“To Enrich Lives Through Effective And Caring Service”
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Subsequent to the preparation of this report, there could be additional budget
negotiations in the offing. Therefore, our estimates of impact are based solely on the
Assembly’s actions and analyses.

Overview

Overall, the estimated impact on the County does not appear to have changed
significantly from the Conference Committee Budget Report. The Assembly retained
funding for the Integrated Services for Homeless Adults with Serious Mental lliness
Program, which provides $17 million to the County, and reduced Proposition 36 funding
by $20 million to $100 million, which would result in a $5.0 million loss to the County.
The Assembly also reduced the Offender Treatment Program from $40 million to
$20 million, which requires a 10 percent local match and is awarded on a competitive
grant basis. The Mentally lll Offender Crime Reduction (MIOCR) Program, which had
been eliminated by the Conference Committee, was restored to $29.7 million annualily,
but it is still a reduction from the previous year's level of $44.6 million. The County’s
share of MIOCR is approximately $2.4 million based on prior year allocations. The
Williamson Act was fully restored resulting in a $40,000 subvention to the County. The
Juvenile Justice Reform proposal is funded at a level that includes $130,000 per ward in
block grant assistance to local agencies and $14.9 million in planning grants. The
$12 million statewide augmentation for the Adult Protective Services Program was
retained, and the County is expected to receive $3.1 million.

Other funding augmentations retained by the Assembly include $5.7 million for the
Healthcare Workforce Development Program; $2.0 million for LEADER replacement;
$0.5 million for the High Risk Pest Exclusion Program; $100,000 for the Public Library
Fund; and $2.6 million for the Transitional Housing Plus Program. Proposition 42 is fully
funded, as is local law enforcement. An additional $350 million was added to the Local
Streets and Roads Account, bringing the total to $950 million. It is our understanding
that counties would receive $400 million and cities $550 million in FY 2007-08.
According to the Department of Public Works, an additional $18 million would be
available for repair and restoration work on county roads.

However, there are some reductions in health and human services. The CalWORKs
grant cost of living adjustment (COLA) is suspended for the budget year and the State
share of the SSI/SSP COLA has been delayed from January 1, 2007 to June 1, 2007.
The Budget proposal provides a five percent rate increase after January 1, 2008, to
foster families, group homes, Adoption Assistance Program cases, and all Kin-GAP and
Emergency Assistance cases. In addition, funding will be available to finance the
$1 per hour increase in the maximum wages and benefits for In Home Supportive
Services workers that were automatically triggered by the growth in State revenues. The
Budget package does not include language requiring the resumption of state funding for
increases in county costs for administering several human services programs.

Sacto Update 2007/sacto 072307 assembly budget
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Budget Aggregates

According to the Legislative Analyst's Office (LAO), the Budget passed by the Assembly
assumes that the State started the fiscal year with a fund balance of $4.8 billion. The
LAO projects budget-year revenues to increase by 6.5 percent to $102.3 billion and
expenditures to increase by 1.3 percent to $103 billion, leaving an operating shortfall of
$700 million. This will leave the State with a FY 2007-08 reserve of $3.4 billion. Based
on the policies included in the Budget, the LAO projects that the State would continue to
face operating shortfalls of roughly $5 billion in FY 2008-09 and FY 2009-10 which
would require future corrections.

A complete list of the budget-related legislation and trailer bills is contained in
Attachment [l. As of this writing, the Senate continues to deliberate the budget package
approved by the Assembly. Upon approval by the Senate, it is expected that the
Governor would approve the FY 2007-08 State Budget sometime next week.

We are reviewing the budget-related legislation approved by the Assembly, and
because the Senate has not yet acted on the budget proposal, and there could
potentially be further changes affecting the County, a more detailed programmatic and
fiscal analysis of the Budget will be reported once the Senate takes final action.

Master Bill List

A roster containing the status of all bills with a County advocacy position is included as
Attachment ll1.

We will continue to keep you advised.

WTF:GK
MAL:DW:IGR:hg

Attachments

c: All Department Heads
Legislative Strategist
Local 660
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants

Sacto Update 2007/sacto 072307 assembly budget



Attachment |

e ot Ualifornia State Benate

- SACRAMENTO CA 85814 RULES
TEL(D1GCY G51-4009 CHAIRMAN
Fax (9181 327-1997

DISTRICT OFFICE SENATOR DON PERATA

1515 CLAY STREET, SUITE 2202
OAKLAND, CA 94612

TEL {S10) 286-1333 PRESIDENT PRO TEMPORE

Fax {510) 286-2885

The Honorable Fabian Nunez
Speaker of the State Assembly
State Capitol

Sacramento, CA 95814

Dear Mr. Speaker:

I am alarmed and dismayed by rumors that you are considering a half a billion dollars in
tax breaks for special interests,

As you and [ well know, Democrats have sacrificed funding for education, have
postponed a meager cost-of-living increase for the state’s most vulnerable disabled
residents — the aged, blind and disabled, and have barely thwarted deeper cuts to
education and higher education. Even the increases we proposed to the state’s Prop 36
program — aimed at keeping non-violent drug offenders out of prison and putting them
into treatment programs - has fallen victim to concems about the state’s long-term
deficit.

But most ironic, we have sarrendered $185m in teacher tax credits to balance the
budget!!! How could you now throw them over for Hollywood movie moguls and multi-
national corporations.

Our out-ycar budget problem is already $5.5 biilion dollars. We cannot continue to fund
education, higher education and crucial human services issues, such as the in-home
supportive services program, chlldcare or fundiug for the aged, blind and disabled by
providing tax gm:aways.

Sincerely,

t

'DON P

BTN v T O . e
iy . FEPREY
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Attachment Il

FY 2007-08 STATE BUDGET AND TRAILER BILLS
AND ASSEMBLY VOTES

Budget Conference Committee Report — 56-23 (URGENCY)
Amendments to conference report to reflect the budget negotiations — 59-20 (URGENCY)
Transportation Trailer Bill - 63-15 (URGENCY)

Education Trailer Bill — 72;6 (URGENCY)

Public Safety Trailer Bill — 73-4 (URGENCY)

Judicial Branch/DOJ Trailer Bill — 71-7 (URGENCY)

Health Trailer Bill - 55-23 (URGENCY)

Human Services Trailer Bill - 65-11 (URGENCY)
Resources Trailer Bill - 61-17 (URGENCY)

General Government Trailer Bill - 55-22 (URGENCY)
Revenue and Taxation Trailer Bill — 54-21 (URGENCY)
Prop. 1B Trailer Bill — 74-3 (URGENCY)

Ed Fund Trailer Bill #1 — 74-3 (URGENCY)

State Government Trailer Bill - 66-11 (MAJORITY)

Ed Fund Trailer Bill #2 — 74-3 (MAJORITY)

Charter Schools Trailer Bill - 46-31 (MAJORITY)

Economic Stimulus Package (tax credits for motion picture and television industry
and R & D, tax exemptions for jet fuel and low-sulfur fuel) — 51-19 (URGENCY)

Mis 2007/FY 2007-08 State Budget and Trailer Bills 072007
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